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a direct cost or an allocated indirect
cost, determined in accordance with
the provisions of OMB Circulars A–21,
‘‘Cost Principles for Educational Insti-
tutions,’’ or A–122, ‘‘Cost Principles for
Nonprofit Organizations,’’ 48 CFR part
31 of the Federal Acquisition Regula-
tions (FAR) or other applicable cost
principles or regulations.

§ 29b.13 Auditor selection.
In arranging for audit services, insti-

tutions shall follow the procurement
standards prescribed by OMB Circular
A–110, ‘‘Uniform Administrative Re-
quirements for Grants and Agreements
with Institutions of Higher Education,
Hospitals and Other Nonprofit Organi-
zations.’’

§ 29b.14 Small and minority audit
firms.

(a) Small audit firms and audit firms
owned and controlled by socially and
economically disadvantaged individ-
uals shall have the maximum prac-
ticable opportunity to participate in
contracts awarded to fulfill the re-
quirements of this part.

(b) Recipients of Federal awards shall
take the following steps to further this
goal:

(1) Ensure that small audit firms and
audit firms owned and controlled by so-
cially and economically disadvantaged
individuals are used to the fullest ex-
tent practicable;

(2) Make information on forthcoming
opportunities available and arrange
timeframes for the audit to encourage
and facilitate participation by small
audit firms and audit firms owned and
controlled by socially and economi-
cally disadvantaged individuals;

(3) Consider in the contract process
whether firms competing for larger au-
dits intend to subcontract with small
audit firms and audit firms owned and
controlled by socially and economi-
cally disadvantaged individuals;

(4) Encourage contracting with small
audit firms or audit firms owned and
controlled by socially and economi-
cally disadvantaged individuals which
have traditionally audited government
programs, and in cases where this is
not possible, assure that these firms
are given consideration for audit sub-
contracting opportunities;

(5) Encourage contracting with con-
sortiums of small audit firms as de-
scribed in paragraph (b)(1) of this sec-
tion when a contract is too large for an
individual small audit firm or audit
firm owned and controlled by socially
and economically disadvantaged indi-
viduals; and

(6) Use the services and assistance, as
appropriate, of such organizations as
the Small Business Administration in
the solicitation and utilization of
small audit firms or audit firms owned
and controlled by socially and eco-
nomically disadvantaged individuals.

§ 29b.15 Scope of audit and audit ob-
jectives.

(a) The audit shall be made by an
independent auditor in accordance with
‘‘Government Auditing Standards’’ de-
veloped by the Comptroller General of
the United States covering financial
audits. An audit under this part should
be an organization-wide audit of the in-
stitution. However, there may be in-
stances where Federal auditors are per-
forming audits or are planning to per-
form audits at nonprofit institutions.
In these cases, to minimize duplication
of audit work, a coordinated audit ap-
proach may be agreed upon between
the independent auditor, the recipient,
and the cognizant agency or the over-
sight agency. Those auditors who as-
sume responsibility for any or all of
the reports called for by § 29b.18 should
follow guidance set forth in ‘‘Govern-
ment Auditing Standards’’ in using
work performed by others.

(b) The auditor shall determine
whether:

(1) The financial statements of the
institution present fairly its financial
position and the results of its oper-
ations in accordance with generally ac-
cepted accounting principles;

(2) The institution has an internal
control structure to provide reasonable
assurance that the institution is man-
aging Federal awards in compliance
with applicable laws and regulations,
and controls that ensure compliance
with the laws and regulations that
could have a material impact on the fi-
nancial statements; and

(3) The institution has complied with
laws and regulations that may have a
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